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SUBJECT: SUGAR - CONVERSATION WITH SOVIET REPRESENTA- 
TIVE 

1. EMBOPPS (THIGPEN, PILKAUSKAS) MET WITH M. C. PANKIN, 

HEAD OP DEPARTMENT OP INTERNATIONAL ECONOMIC ORGANIZA- 
TIONS, MINISTRY OP POREIGN TRADE, MOSCOW, AND V. BOGATYI 
USSR TRADE DELEGATION, LONDON, MARCH 16 TO DISCUSS INTER 

NATIONAL SUGAR AGREEMENT (ISA) AND SOVIET RESERVATION TO 
THEIR INSTRUMENT OF ACCEPTANCE DEPOSITED AT THE U.N. 

THE RESERVATION IN QUESTION STATES INTER ALTA THAT THE 
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PROVISIONS OF THE AGREEMENT RELATING TO STOCKS ARE NOT 
APPLICABLE TO THE U.S.S.R. WHILE THE RESERVATION IS 
WORDED SIMILARLY TO THE SOVIET RESERVATION TO THE 1968 
AGREEMENT, THE NEW ISA IS FUNDAMENTALLY DIPFERENT PROM 
THE EARLIER AGREEMENT, WITH STOCK PROVISIONS OP CENTRAL 
IMPORTANCE. 
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2. EMBOFFS EXPLAINED DELICATE SITUATION CREATED BY THE 
SOVIET RESERVATION, POINTING OUT THAT OPPONENTS OF U.S. 
RATIFICATION COULD BE EXPECTED TO USE THIS TO REINFORCE 
THEIR ARGUMENTS THAT THE ISA IS UNWORKABLE SINCE OTHER 
MEMBERS WILL NOT CARRY OUT THEIR OBLIGATIONS. WE 
STRESSED THAT TO WORK SYSTEM HAD TO BE AIRTIGHT AND THAT 
ARTICLE 51 EMBODIED A FUNDAMENTAL CONCEPT OF THE NEW ISA. 
PANKIN EXPRESSED APPRECIATION FOR OUR VIEWS. HE SAID ISO 
EXECUTIVE DIRECTOR JONES-PARRY, CUBANS AND SEVERAL OTHER 
ISA MEMBERS (WE LATER LEARNED AUSTRALIA WAS AMONG THEM) 

HAD APPROACHED HIM IN PAST FEW DAYS WHILE HE WAS IN 
LONDON FOR INTERNATIONAL COCOA ORGANIZATION MEETINGS. HE 
SAID THESE DISCUSSIONS HAD CLARIFIED THE MATTER FOR HIM. 

HE IMPLIED USSR HAD NOT REALIZED THEIR RESERVATION WOULD 
CREATE SERIOUS PROBLEMS. 

3. PANKIN SAID HE HAD UNDERSTOOD THAT TACIT ACCEPTANCE 
OF THE SOVIET RESERVATION HAD BEEN "NEGOTIATED " AT 
GENEVA, THAT OTHER NEGOTIATORS HAD ACCEPTED AND UNDER- 
STOOD THE SOVIET POSITION. HE SAID IT IS APPARENT TO 

HIM NOW THAT ASSUMPTION WAS NOT ENTIRELY CORRECT. 

EMBOFFS SAID THEY HAD NO INFORMATION INDICATING THE CON- 
FERENCE HAD ACCEPTED THE SOVIET RESERVATION. 

4. PANKIN REAFFIRMED SOVIET INTENTION TO CARRY OUT ALL 
OBLIGATIONS UNDER THE ISA, INCLUDING ASSURANCE THAT FEES 
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ARE PAID ON IMPORTS FROM THE FREE MARKET. HE SAID HE DID 
NOT THINK FEE PAYMENT ON IMPORTS WAS INSOLUBLE 
BUT DID SEE DIFFICULTIES IN WORKING OUT A SYSTEM FOR PAYMENT OF 
FEES ON SOVIET EXPORTS TO NON-MEMBERS (E.G. TO AFGHANI- 
STAN). HE SAID HE WOULD CARRY THE MESSAGE BACK TO MOSCOW 
AND WOULD URGE HIS SUPERIORS TO REVIEW THE SOVIET 
RESERVATION WITH A VIEW TOWARD FULL COMPLIANCE WITH THE 
PROVISIONS OF THE ISA. HE OBSERVED, WITHOUT AMPLIFICA- 
TION, THAT THE PROBLEM WAS ONE OF "PRINCIPLE" WITH FEE 
PAYMENT. WHILE HE FELT SOME SORT OF OPERATIONAL PRO- 
CEDURE MIGHT BE WORKED OUT, HE WAS CAREFUL TO MAKE NO 
COMMITMENTS. 

5. WE ALSO TOUCHED BRIEFLY ON OTHER COMMODITY ISSUES, 
INCLUDING THOSE COVERING TIN, RUBBER, COFFEE, COCOA AND 
THE COMMON FUND. 

BREWSTER 
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